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Washington, D.C 

Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the committee’s 10th report to the 
86th Congress. The committee’s report is based on a study made 
by its Military Operations Subcommittee. 


Wituiam L. Dawson, Chairman, 
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Union Calendar No. 478 


86TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
1st Session No. 1112 


MILITARY AIR TRANSPORTATION 


(Executive Action in Response to Committee Recommendations) 


SEPTEMBER 1, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dawson, from the Committee on Government Operations, sub- 
mitted the following 


TENTH REPORT 
SUBMITTED BY THE MILITARY OPERATIONS SUBCOMMITTEE 


On September 1, 1959, the Committee on Government Operations 
had before it for consideration a report entitled, ‘Military Air Trans- 
portation (Executive Action in Response to Committee Recom- 
mendations).”’ 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 


INTRODUCTION 


This is the second report of the Military Operations Subcommittee 
on military air transportation and related civilian matters. It gives 
an account of recent developments in this field and action taken in 
response to committee recommendations. 

he first report (H. Rep. No. 2011, 85th Cong., 2d sess.), unani- 
mously approved by the Committee on Government Operations and 
submitted to the Speaker under date of June 26, 1958, was based on 
extensive investigations and public hearings held in January and 
February of last year. Contained therein were 22 recommendations 
— e, sored, to the Department of Defense, the Department 
of Commerce, the Civil Aeronautics Board, the Office of Civil and 
Defense Mobilization, the Comptroller General, the President and 
the Congress. 

House Report No. 2011 was formally submitted to the applicable 
agencies under dates of June 27 and June 28, 1958. Official replies 
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2 MILITARY AIR TRANSPORTATION 


with comments were received from the following agencies on the dates 
indicated : Comptroller General, July 14, 1958; Secretary of Commerce, 
August 11, 1958; Civil Aeronautics Board, November 26, 1958; 
Department of Defense, December 31, 1958. 

No formal reply was received from the Office of Civil and Defense 
Mobilization, which relied upon the Honorable E. R. Quesada, as 
Special Assistant to the President for aviation matters, to coordinate 
the replies from the Executive Office of the President. Mr. Quesada 
conferred informally with the subcommittee to convey the President’s 
interest in the subject matter and recommendations of the committee’s 
report and appeared as a witness ' in subsequent hearings held by the 
subcommittee. 

These followup hearings were held on May 11, 12, 13 and 14, 1959, 
after sufficient time had elapsed to enable the Department of Defense 
to resolve certain matters.under study. In view of the complex.prob- 
lems and the multiple agencies involved in this field of inquiry, the 
subcommittee decided that public hearings were necessary to amplify 
the formal agency replies. In this way the subcommittee members 
were able to freely question the Government witnesses and ascertain 
more clearly the official attitudes and actions taken in response to the 
recommendations in the committee’s first report. For convenient 
reference, these recommendations are listed immediately below. A 
list of witnesses at the May 1959 hearings is appended to this report. 
Footnote page references in the report are to the printed hearings. 


RECOMMENDATIONS IN House Report No. 2011, 85tax Conargss, 
2D SESSION 

Recommendation No. 1 

The Department of the Air Force should take vigorous steps to 
modernize the Military Air Transport Service fleet by weeding out 
obsolete planes, sponsoring new developments and techniques in air 
transportation, and by acquiring new, large, long-range aircraft of the 
most modern types as a nucleus for defense capability. 


Recommendation No. 2 

The Military Air Transport Service should concentrate on outsize 
and special-cargo traffic and technical missions, leaving to the civil 
air carriers the primary responsibility for the transportation of pas- 
sengers and the more conventional kinds of military cargo. 


Recommendation No. 3 

The applicable military directives and regulations should be re- 
drafted to eliminate the preferential position of the Military Air 
Transport Service in peacetime military airlift and to establish, con- 
sistent with other recommendations in this report, a full partnership 
role for civil carriers in moving peacetime military traffic and in 
contributing to war readiness through the Civil Reserve Air Fleet. 


Recommendation No. 4 
In the event the applicable military directives and regulations are 
not redrafted to eliminate the preferential position of the Military 
Air Transport Service and an effective program is not developed for 
1 Mf. Quesada appeared before the subcommittee as Administrator of the Federal Aviation Agency. 


having since withdrawn from his position as Special Assistant to the President. However, he has 
instructed by the President to continue in that advisory role as agency head, whenever appropriate. 
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expanding the use of commercial air services, the Congress should 
adopt appropriate legislation to achieve these objectives. 


Recommendation No. 5 


The Civil Reserve Air Fleet should be expanded and more closely 
integrated with military airlift missions. It is especially important 
that the Air Force encourage the civil air carriers to procure more 
modern cargo aircraft for the Civil Reserve Air Fleet, by allocating 
to these civil carriers a larger share of the cargo traffic of the Military 
Air Transport Service. Such action would more adequately provide 
the incentive necessary to overcome the dangerous risk inherent in 
the deficit that now exists in meeting overall wartime requirements 
for cargo airlift. 


Recommendation No. 6 


The planning basis for civil fleet readiness, now set at 48 hours, 
should be changed to provide for the more prompt use of civil carriers 
in emergencies, such plans to be tested by realistic exercises. 


Recommendation No. 7 

The Joint Chiefs of Staff should reexamine their criteria and re- 
quirements for heavy-cargo airlift in the interest of qualifying more 
civil aircraft for membership in the reserve fleet. 


Recommendation No. 8 

The Air Force should proceed promptly to complete the purchasing 
and placement of emergency equipment and spare parts for reserve 
fleet aircraft. 
Recommendation No. 9 

Final action should be taken by the Air Force to enter into standby 
contracts with the reserve fleet carriers for emergency airlift services. 
Recommendation No. 10 

The reserve fleet carriers should proceed to negotiate standby con- 
tracts with their pilots and crews to assure their availability for emer- 
gency service. 
Recommendation No. 11 

The Department of the Air Force, at the direction of the Secretary of 
Defense, should establish policies and programs for procurement of 
commercial air services which are designed to utilize more fully the 
available excess capacity of civil air carriers participating in the Civil 
Reserve Air Fleet and to give the participating carriers more direct 
experience in performing military airlift missions. 
Recommendation No. 12 


The use of firm contracts, now in effect with a limited number of 
commercial air carriers, should be continued and expanded to include 
more carriers. Such contracts should be awarded on a 12-month 
basis. 


Recommendation No. 13 

The Department of Defense should present to the Appropriations 
Committee budgetary data clearly showing the estimated dollar 
amounts of commercial air services to be procured by the Military 
Air Transport Service for each fiscal year ahead, and the proportion 


59021°—-59 H. Rept., 86-1, vol. 11—— 19 
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that these services constitute of the total airlift to be performed by 
the Service. These data then can be used as a guide by the Appro- 
priations Committees in making appropriations to the Military Air 
Transport Service and to the separate military departments for 
purchase of airlift services under the industrial fund. 


Recommendation No. 14 


Department of the Air Force should abandon the bailment program 
completely and plan for expanded procurement of commercial air 
services to strengthen the Civil Reserve Air Fleet as proposed in other 
recommendations. 


Recommendation No. 15 


The Air Force should establish for the Military Air Transport 
Service a transportation advisory committee broadly representative 
of the civil air industry and organized so as to provide for periodic 
and special consultation, 


Recommendation No. 16 

The Civil Aeronautics Board’s proposal for a joint military-civil 
working group to review continuously and establish the basis for 
planning the optimum use of civil carriers by the Department Defense 
should be adopted. The joint working group should be staffed by 


oe 
=] 


high-level personnel and should receive the active support of the 
sponsoring agencies. The group should consider recommendations 
made in this report and advise the subcommittee by the end of this 
calendar year as to the extent of progress made. 


Recommendation No. 17 

Civil agency responsibilities in planning for mobilization of civil air 
transport should be consolidated or otherwise reorganized and staffed 
in a manner to insure that these responsibilities will be effectively 
discharged. 
Recommendation No. 18 

The new Office of Defense and Civilian Mobilization, to be estab- 
lished by Reorganization Plan No. 1 of 1958, should assume an active 
role in reorganizing civil agency planning functions, emphasizing the 
expansion of the civil air transport resources of the Nation rather than 
the allocation of limited resources among claimant agencies. 
Recommendation No. 19 

The President, in whom is vested directly the authority for defense 
mobilization and preparedness, should direct a new study of civil air 
policy, building on the 1954 report of the Air Coordinating Committee 
and bringing it up to date. 


Recommendation No. 20 

The new Office of Defense and Civilian Mobilization, in behalf of the 
President, should undertake to organize the study project on civil air 
policy, obtaining representation from the military and civil agencies 
of the Federal Government and from the air transportation industry, 
and providing terms of reference which will lead to specific recom- 
mendations for administrative and legislative action. 


Recommendation No. 21 


The Comptroller General should submit to the subcommittee, as 
soon as possible, a preliminary report of its progress in the audit 
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program, noting any matters which warrant further congressional 
attention and investigation. Additional reports on the audit program 
should be submitted by the Comptroller General to the subcommittee 
as these reports are aerenieset 


Recommendation No. 2 


The Secretary of Titined should give consideration to reorganizing 
the management and operating functions of the various military 
agencies in the transportation field, so that traffic management for all 
forms of transportation, domestic and international, would be lodged 
in a single agency and operating functions under central traffic 
management w vould be better integrated. 


EXECUTIVE AND LEGISLATIVE Responses To RECOMMENDATIONS 


During the year since these recommendations were drafted, there 
have been encouraging signs of responsive action in the Department of 
Defense, the interested civil agencies, and the Congress. The sub- 
committee’s investigations, hearings, and report have had a healthy 
influence in clearing up many misconceptions about the Military Air 
Transport Service (MA ['S) and in helping to lay a solid foundation of 
fact and judgment for a national reappraisal of military-civil roles 
and relationships in air transportation. 


APPROPRIATIONS CommiTTEEe ACTION 


Positive action was taken by the Appropriations Committees of the 
House and Senate consistent with recommendation No. 13. For 
several years there had been a running controversy between the 
Appropriations C ommittees and the Department of Defense about the 
meaning and effect of language in the appropriation bills regarding 
the procurement of commercial airlift by MATS. The subcommittee 
pointed out that the intent of Congress could be more clearly mani- 
fested, and fruitless controversy avoided, by earmarking specific 
dollar amounts in the eile appropriation bills for MATS commercial 
augmentation. 

This step was taken for the first time in the fiscal year 1959 Defense 
Appropriation Act, which provided that $80 million of the MATS 
funds for airlift could be spent only by contracting with commercial 
air carriers.2 Expenditure of the full amount for commercial augmen- 
tation was not considered by the Air Force to be mandatory by the 
terms of the act, and in fact MATS expended approximately $71 
million for such purposes during the fiscal year. However, the use of 
specific dollar figures spurred the Air Force to refine its estimates of 
yearly airlift services to be supplied by civil carriers and to make 
greater use of these carriers’ services. 

The designating of specific dollar amounts for commercial aug- 
mentation, it should be emphasized, does not represent an added 
appropriation to MATS but an allocation of funds within the MATS 
budget structure, which approaches $300 million a year for air trans- 
port, and more than $700 million a year if we count the costs of other 
functions and military personnel assigned to MATS. Increasing 
reliance on civil carriers to airlift military cargo and passengers, the 
subcommittee firmly believes, will help to strengthen the civil air 


3 Public Law 85-724. 
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fleet as a defense reserve, reduce capital outlays for military aircraft 
and lead to more economical air transport for both Government and 
the public. 

The subcommittee’s investigations and report have produced 
tangible results in that the Department of Defense is now committed 
to planning for greater participation of civil carriers in military 
airlift business. It is interesting to note that, in contrast to expendi- 
tures of $71 million for commercial augmentation in fiscal year 
1959, Air Force officials presented a 1960 program to the House 
Appropriations Committee which called for only $54 million of com- 
mercial airlift.2 At the May 1959 hearings of this subcommittee, 
the Air Force presented revised figures for procurement of almost 
$71 million, approximately the same as last year.‘ 

After considering the revised program, the Congress, in the Defense 
Appropriation Act for 1960, raised the amount to $85 million for 
MATS contracts with commercial carriers. The Senate debate on 
this bill indicated again the merit of designating in dollar amounts the 
participation of civil carriers in MATS airlift. The Members had a 
specific issue before them, they voted on amendments proposing to 
decrease the recommended amounts after thorough debate—in fact, 
a considerable part of the Senate debate on the Defense appropriation 
bill was concerned with MATS—and the the final action reflected the 
considered judgment of the whole membership.*® 


ALTERNATIVE LEGISLATIVE PROPOSALS 


The subcommittee had proposed in recommendation No. 4 that if 


the Department of Defense did not develop an effective program for 
expanding the use of commercial air services, the Congress should 
adcpt appropriate legislation toward this end. The Department 
expressed the belief, in reply, that legislation was not necessary, citing 
the projected increase in outlays for commercial airlift services and 
other measures. The Department said further that this was not a 
static situation and it “is conscientiously striving to develop effective 
programs for the use of commercial air services both domestic and 
international.” ? 

The subcommittee accepts this statement as made in good faith, 
recognizing that there are many obstacles to overcome and that the 
Department may view the effectiveness of particular measures dif- 
ferently than would this committee or the Congress. If good intent 
on the Department of Defense is matched by action, the need for 
remedial legislation will progressively diminish. 

In the meantime, following the subcommittee’s investigations and 
report, two types of legislative proposals have been made for increas- 
ing the civil airlines’ share of military airlift. One, sponsored by the 
Civil Aeronautics Board and introduced as S. 1548, would establish 
a congressional declaration of policy that civil aircraft facilities be used 
“to the maximum extent,’’ subject to considerations of economy and 
defense. The other, adopting a statutory formula previously applied 
to the maritime trade (Public Law 83-664) and introduced as H 

3 Department of Defense appropriations for 1960, hearings before a subcommittee of the Committee on 
Appropriations, House of Representatives, 86th Cong. -» Ist sess., pt. 1, p. 914. 

4 Hearings . pp. 35-36. 

‘ Public Law 86-166, 


* Congressional Record, July 13 and 14, 1959. 
? Hearings, p. 9. 
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5265, H.R. 5451, and H.R. 5715, would require at least 50 percent of 
the Government’ s air transportation requirements to be performed by 
commercial air carriers. Enforcement of the measure would be 
effected by authorizing the Comptroller General to disallow Govern- 
ment outlays for costs of transportation by Government-operated 
aircraft in excess of the 50-percent limit. 

The Comptroller General’s study of H.R. 5265, based upon the 
facts and findings in this committee’s report of June 1958, resulted in 
the following opinion: * 


In view of the administrative difficulties involved in the 
proposal, and the limitations on the audit of expenditures 
after the fact, as a means of controlling the operation, we 
believe that the most practical means of accomplishing the 
apparent basic objectives of the bill would be to establish 
the dollar value of the desired division of airlift between 
Government (by agency or department) and commercial car- 
riers and to provide appropriate language in the agency or 
department appropriation acts to assure an annual use of 
commercial airlift in these amounts. 


Thus the Comptroller General’s opinion recognizes the merit of 
recommendation No. 13 in the committee report which, as noted above, 
the Appropriations Committees now use as a guiding principle. 


GAO Surveys anv AvpDIT 


The subcommittee’s investigations and hearings early in 1958 had 
another constructive result. They sparked a decision by the General 
Accounting Office to institute a long-range audit progr am of MATS, 
including a review and evaluation of management and operations under 
the industrial fund concept recently applied to MATS air transport 
operations. 

Recommendation No. 21 in the committee’s report of June 1958 
called for a preliminary report from the Comptroller General on 
progress in the audit program. His written reply dated July 14, 
1958, was amplified by testimony from GAO representatives at the 
May 1959 hearings.* While this program has not yet disclosed any 
matters which, in the Comptroller General’s opinion, warrant con- 
gressional investigation, the subcommittee notes the comprehensive 
scope of the investigations planned by the GAO and believes that the 
audit and survey program will produce needed information on many 
facets of MATS operations. 


EXeEcuTIVE REAPPRAISAL OF Arr Po.Licy 


In addition to the comprehensive and detailed examination which 
will be provided by the GAO audit and survey program, the sub- 
committee endorsed a basic reevaluation of civil air policy, to put 
into better perspective the competing roles of military and civil air 
carriers and to establish guidelines for long-range policy. Recom- 
mendation No. 19 proposed that this study be directed by the Presi- 
dent, in whom is vested the authority for defense mobilization and 
preparedness. The last such study was made in 1954 by the Air Co- 


* Hearings, p. 182. 
* Hearings, pp. 175 ff. 
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ordinating Committee. Recommendation No. 20 proposed that the 
study project should be organized in behalf of the . resident by the 
Office of Civil and Defense Mobilization, which is in his Executive 
Office, and that specific recommendations for administrative and legis- 
lative action should be forthcoming. 

Several studies now are planned or underway in this field: 

(1) Following the committee’s report of June 1958, the President 
directed the Secretary of Defense to prepare a study of MATS’ peace- 
time and wartime roles. At the time of the May 1959 hearings, the 
study was not completed,” although the subcommittee understands 
that a draft report has been circulating i in the Department of Defense 
for some time. 

(2) Apart from the MATS study requested by the President, the 
Department of Defense initiated a transportation study in the late 
spring of 1958 to examine the effectiveness of MATS and the other 
single manager transportation agencies, as part of a broad manage- 
ment survey known as the Logistics Systems Study Project." Other 
supply aspects of this study project were ex xamined by the subcom- 
mittee in House Report No. 674, 86th Congress, lst session, approved 
by the Committee on Government Operations under date of July 15, 
1959. The transportation phase was not completed at the time of 
~ vy ay 1959 hearings. 

The Department of Defense told the subcommittee it under- 
nn that the President’s Air Coordinating Committee was under- 
taking to update its 1954 study. The Department expressed the 
opinion that the ACC was the appropriate agency to conduct this 
study in view of its previous undertaking. 

(4) OCDM officials stated to the subcommittee: “It is agreed that 
the 1954 Report of the President’s Air Coordinating Committee, 
which has served as a guide in civil air policy, needs to be updated. 
Such a review has been ‘initiated, and OCDM is lending full support.” 
According to the OCDM witnesses, this study will be made under the 
auspices of the Department of Commerce, which has a mandate from 
the President to review and make recommendations in all fields of 
transportation.” 

(5) The subcommittee was informed earlier by Hon. Sinclair 
Weeks, then Secretary of Commerce, in a written response dated 
August 11, 1958, to the committee’s report, that his department ‘‘will 
extend full cooperation, as appropriate, to agencies of primary juris- 
diction with respect to matters covered by the report.”” He described 
the committee report as ‘being a full and fair presentation of the 
problems in this field” and stated that the Department of Commerce 
“endorses the objectives of the report’s 22 recommendations.” 

(6) The Civil Aeronautics Board, through Chairman James R. 
Durfee, suggested to the subcommittee that any long-range study of 
civil air transportation directed by the President, as proposed in 
recommendation No. 19, “should be limited to defense mobilization 
and preparedness, a matter which is vested directly in the President, 
and should not include subjects which involve the statutory respon- 
sibilities of the Civil Aeronautics Board.” Pointing out that it is 
charged by statute with promoting an air transportation system 

10 Hearings, p. 75. 


ll Hearings, pp. 7, 74, 75. 
3 Hearings, p. 166. 
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adapted to commercial and postal as well as defense needs, the Board 
states it “is vitally concerned with the extent to which reliance is 
placed upon the civil air industry for military airlift.”** The Board 
has endeavored, without success, to develop rate policies and joint 
agreements with the Department of Defense, as outlined below, con- 
cerning military procurement of commercial airlift. 

(7) The Federal Aviation Agency, according to the testimony of 
Administrator Quesada, is reviewing the 1954 Report of the Air Co- 
ordinating Committee and considers as one of the new agency’s 
major t asks the giving of § ‘serious attention to the establishment of 
national aviation “policy y.’14 Present emphasis is on the development 
of a national air cargo policy. 

While the subcommittee believes that its investigations and report 
have paved the way for a needed reappraisal of air transportation 
policy in the executive branch, it is evident that multiple agency 
interests are involved, and it is difficult to say now what will be the 
final results. The subcommittee had proposed in recommendation 
No. 17 that civil agency responsibilities in planning for mobilization 
of civil air transport should be consolidated or otherwise reorganized 
for effective performance, and in recommendation No. 18 that OCDM 
should assume an active role in this field, emphasizing the expansion 
of civil air transport resources rather than the allocation of limited 
resources among claimant agencies. 

There was little in the testimony of the OCDM witness to indicate 
that OCDM has made any significant progress in this direction or 
has done more than give lip service and perfunctory supervision to 
the programs for mobilization of civil air tr: msport. ‘The Federal 
Aviation Agency seems to be taking leadership in formulating civil 
air policy, and it may well become the focal point for bringing together 
mobilization responsibilities now distributed among various agencies 
in the executive branch. 


New Empnasts on Arr Carco 


Suggestive of the Federal Aviation Agency’s active interest is the 
outline of a national policy for the air cargo industry which Mr. 
(Juesada presented to the subcommittee. 

On the military side, Mr. Quesada observed, development of all- 
cargo aircraft has been limited by budgetary considerations which 
channel m: ajor funds into expensive weapon systems and by require- 
ments that military aircraft be convertible for both passenger and 
cargo carriage, thus compromising the optimum characteristics of all- 
cargo aircraft. Pointing out that the bulk of the heavy transport 
vapability in the military “is represented by a decaying fleet of 
C-124’s,” with short life expectancy because no new engines are being 
produced, Mr. Quesada said: “The present military transport capa- 
bility is marginal to the needs and is obsolete.” * 

On the civilian side, Mr. Quesada observed, the airlines are pre- 
occupied with the deve ‘lopment and acquisition of new passenger turbo- 
jets and lack interest in the development of an “unc :ompromised” 
all-cargo aircraft. As a consequence, civilian cargo capability is pro- 

18 Hearings, pp. 118, 119. 


44 Hearings, p. 208. 
4% Hearings, p. 202. 





10 MILITARY AIR TRANSPORTATION 


vided by “improvised modifications of passenger-configured aircraft,” 
with high operating costs and attendant high ton-mile costs to users. 
He attributed this situation to a “lack of dynamic leadership and 
incentive on the part of certain elements in the aviation community.’’?® 

To overcome these limitations, Mr. Quesada proposed a new start 
toward the development of an efficient national air cargo fleet, the 
leadership to be taken by the Federal Government and the incentive 
to be some form of Government assistance other than direct subsidy. 
Guaranteed loans and possibly Federal contributions to the develop- 
ment costs of a suitable all-cargo aircraft were mentioned. 

It appears that Mr. Quesada had in mind legislation, administered 
by the Civil Aeronautics Board, which would guarantee loans after 
certification by the FAA Administrator that cargo aircraft subject 
to the loan guarantees conform to designated design and performance 
criteria; and by the Department of Defense that the cargo aircraft 
satisfy military criteria and are pledged to required military uses 
whenever necessary. 

In this connection, Mr. Quesada pointed to a loan guarantee pro- 
gram of the Canadian Government under which an all-cargo aircraft 
of advanced turboprop design is being produced and sold to American 
operators. ‘The capability of this aircraft, according to the testimony, 
will support a direct operating cost of 3.5 cents per ton mile and a user 
cost of 10 cents per ton-mile, competitive with other modes of trans- 
portation and significantly lower than any cargo aircraft now under 
development in the United States." 

Underlying Mr. Quesada’s concern, undoubtedly, is the evidence of 
increasing international cargo carriage by foreign airlines operating 
between the United States and Europe. In 1958 the amount of cargo 
flown between the United States and Europe had increased by 18.7 
percent over that flown in 1957, about the same as the gain of 1957 
over 1956. The trend already established for this year indicates the 

ercentage will be even greater. The increase in volume evidently is 
bdae absorbed by the foreign carriers, who flew 59.9 percent of the 
total volume as against 40.1 percent for the United States carriers. 

There are indications that Canada, Great Britain and the Soviet 
Union are well ahead of the United States in developing and producing 
an economical all-cargo aircraft. The failure of the United States to 
support a dynamic program for development of a national air cargo 
capability gives leadtime advantage to Canadian and European 
aircraft manufacturers, with the likely result that foreign carriers will 
obtain an even greater share of the international airlift business 
available because of the terrific increase in productivity and reduced 
rates made possible by these modern aircraft. 

Mr. Quesada envisages a new national air cargo fleet with global 
capability as an extension of national policy, having psychological and 

olitical as well as economic and military aspects. Economically—as 
he views the matter—we must compete with nations which have a 
progressive attitude in respect to their aircraft industry, and we must 
make sure that our own industry embodies the latest technological 
advances and has the aircraft to provide efficient low-cost transpor- 
tation. In psychological and political terms, we can appeal to the 
uncommitted nations, conducting supply and mercy missions to the 


16 Hearings, p. 201. 
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reniote areas of the globe and thereby enhancing the prestige of the 
United States. 

The military tasks assigned to the national air cargo fleet would 
be carriage of routine cargo, both in peacetime and emergencies, 
leaving to MATS and other military transport resources the job of 
meeting “hard core’ requirements in direct support of war plan ac- 
tions. In this respect, Mr. Quesada’s concept is consistent with, and 
he so stated,"* Recommendation No. 2 in the committee’s report, 
which proposed that MATS should concentrate on outsize and special 
cargo traffic and technical missions, leaving to the civil air carriers 
the primary responsibility for transporting passengers and the more 
conventional kinds of military cargo. 

The Department of Defense concurs in the committee’s recom- 
mendation “in principle.” Its reservations are (1) that the use of 
civil carriers should not result in the uneconemic use of military air- 
lift that must maintain training and readiness for emergencies, and 
(2) that the military airlift tasks assigned to the civil carriers in peace- 
time are those which they will be reasonably expected to be able to 
perform in wartime. 

eae Per ts bir , si 

rhe first reservation is considered later in the report. The second 
brings the Department of Defense to the position that since the civil 
air industry lacks a substantial capability in international air cargo, 
MATS must be relied upon as the primary cargo carrier for wartime, 
with the personnel airlift requirements in wartime to be a principal 
function of the Civil Reserve Air Fleet (CRAF). 

The Department of Defense holds that if a civil air cargo capability 
is to be developed, it should not be done as a “subsidized”’ military 
venture but by industry itself, with the civil agencies to be responsible 
for any subsidy or other Government assistance.’? However, the 
Department makes this general concession, in response to the Com- 
mittee recommendations, that— 


As a long-range objective, subject to the availability of 
modern, economical long-range commercial cargo aircraft, 
civil cargo airlift will be contracted for in peacetime to sup- 
port to a substantial degree oversea logistic supply. ‘This is 
a new policy and is in the direction that many have recom- 
mended. Its effects cannot be specifically determined at this 
time, but they should be material.” 


In line with this new policy on procurement of civil air cargo, the 
Department of Defense, through Hon. Perkins McGuire, Assistant 
Secretary of Defense for Supply and Logistics, stated to the sub- 
committee: 


We are encouraged by some of the proposals for the 
development of cargo aircraft and expansion of the air cargo 
industry that we have heard about. The Department ‘of 
Defense has an interest in the development of modern cargo 
aircraft whose availability would provide more means of 
meeting some of our requirements for logistic airlift: through 
use of the civil fleet at reduced cost.” 


18 Hearings, p. 206. 
19 Hearings, p. 5. 
20 Hearings, p. 3. 
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If Mr. McGuire had in mind Mr. Quesada’s proposal, it is important 
to note that they are at odds on a basic premise: Mr. Quesada contends 
that the development of an all-cargo plane to meet the desired stand- 
ards of efficiency and economy in performance cannot be met by a 
dual-use or convertible aircraft; Mr. McGuire presents the military 
position that its cargo aircraft, while designed primarily for cargo 
purposes, must be convertible for troop carriage to provide the 
required degree of flexibility.” 

If the Department of Defense adheres to this position, joined 
with its position that civil carriers in peacetime military airlift must 
approximate the capabilities expected in wartime, then it is obvious 
that Mr. Quesada’s concept of an all-cargo civil fleet carrying the 
bulk of routine military cargo, will not get very far. However, 
Assistant Secretary Taylor assured the subcommittee that the Air 
Force was working cooperatively with the FAA in an effort to design 
an all-cargo plane suitable for military requirements.” 

Another basic premise to Mr. Quesada’s plan is that “with the 
exception of certain outsized, and sensitive cargo, the characteristics 
of most routine military cargo are compatible with commercial cargo.” 
With the same thought in mind, the subcommittee had proposed in 
Recommendation No. 7 that the Joint Chiefs of Staff reexamine their 
criteria and requirements for heavy-cargo airlift in the interest of 
qualifying more civil aircraft for the Reserve fleet. The Department 
of Defense reported that such a study had been initiated. Mr. 
Quesada told the subcommittee that his agency also is inquiring into 
this matter. In subsequent correspondence, Brig. Gen. M. F. Cooper, 
Assistant FAA Administrator for Plans and Requirements, advised 
the subcommittee the FAA concluded from various estimates “that 
for practical application 95 percent of the routine military cargo can 
be accommodated in any reasonably capable cargo aircraft designed 
to commercial criteria.’”” General Cooper said also that a joint 
DOD-FAA study for more definitive conclusions had been established 
“as to the actual degree of compatibility between routine military 
cargo and routine commercial cargo.” * 


MopeERNIZATION OF MATS FLeer 


In keeping with other committee recommendations that MATS 
confine its airlift operations to specialized military requirements and 
let the civil carriers do the rest, the committee had proposed in Recom- 
mendation No. 1 that MATS be modernized by weeding out obsolete 
planes, sponsoring new developments and techniques in air trans- 
portation, and acquiring new, large, long-range aircraft of the most 
modern types as a nucleus for defense capability. 

The Department of Defense concurred “in principle” with this 
recommendation and stated there were plans for fleet modernization. 
These were not spelled out in detail, except that the Department 
reported the C—54 type aircraft were phased out and plans were under 
way for phasing out the C-97’s.% Further inquiry as to the desti- 
nation of the phased-out C-54’s disclosed that 81 aircraft went mainly 
to other Air Force commands or services; 16 were stored pending 

22 Hearings, pp. 9, 206. 
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% Hearings. p. 213. 
% Hearings, p. 8. 








MILITARY AIR TRANSPORTATION 13 








delivery under the military aid program; and 12 others already had 
been delivered to countries receiving aid. 26 

The subcommittee notes that the Secretary of Defense, in the 
military budget program for fiscal year 1960, supported an Air Force 
request for procurement of 10 cargo jets to ‘be added to the MATS 
fleet.2”?. These are really “off-the-shelf” aircraft since they would be 
merely modifications of the existing jet transports which are being 
delivered to the commercial airlines today. Presumably the cargo 
jets would be used as replacements for other commercial-type aircraft 
such as the C-54 (DC-4), C-97 (B-377), C-118 (DC-6), and C-121 
(L-1049). 

Presently, MATS has only two cargo-type aircraft designed for 
military requirements. These are the C-124 and the C-133. The 
C-124, the “work-horse” of the MATS fleet, already is obsolete, as 
Mr. Quesada noted, and engines are no longer in production. When 
the spare engine supply is exhausted, these aircraft will have to be 
replaced or a very expensive engine-airframe modification program 
instituted. 

The C-133 program, in which 109 aircraft initially were planned 
for procurement, was later cut back to 50. Only 31 have been delivered 
to date and the remainder are coming in at the rate of one a month. 
The C-133 has been beset with operating troubles and has failed to 
develop the transocean flight capabilities originally expected.” 

It is doubtful that the cargo jets, as the Air Force’s latest approach 
to MATS fleet modernization, will meet the most essential military 
requirements. The C-124 and the C-133 are the only aircraft in the 
MATS fleet capable of airlifting the [RBM missiles. The cargo jets 
apparently would not be able to carry either the [RBM or ICBM. 
Furthermore, they would not be able to land on the great majority of 
airfields in the free world and thus would have limited use in war 
emergencies if direct support were required. 

The subcommittee is of the opinion that if cargo jet transports are 
needed anywhere in the Air Force, they could best be justified by 
SAC for use by the strategic support squadrons. ‘This is the organi- 
zation responsible for providing the immediate direct support to SAC; 
it operates to and from SAC airfields, which are designed for heavy 
jet aircraft. 

The subcommittee approves the Air Force action in phasing out 
the obsolete C-54 and C-97 aircraft. The Air Force intends replacing 
these with modern long-range aircraft, which is in agreement with our 
recommendation. However, the subcommittee believes that the selec- 
tion of new aircraft should be more carefully geared to MATS future 
role and requirements than is suggested by the sudden jump to the 
jets. 





























STABILIZATION OF MATS Capasiuity 











The proper role for MATS, as the subcommittee sees it, is to serve 
as a compact, modern logistic air arm of the military services, rather 
than to constitute a large miscellany of obsolete aircraft engaged in 
scheduled airline operations in competition with the civil air industry. 
The committee’s recommendations for fleet modernization and with- 











26 Hearings, p. 38. 
27 Department of Defense Appropriations for 1960, 86th Cong., Ist sess., House hearings, part 4, p. 948, 
Senate hearings, p. 1411. 
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14 MILITARY AIR TRANSPORTATION 


drawal from conventional cargo and passenger transportation were 
directed toward this concept. Likewise, the committee proposed, in 
recommendation No. 4, that this shift of emphasis toward use of civil 
carriers in “‘a full partnership role” be reflected in applicable military 
directives and regulations. 

The Depariment of Defense does not believe that formal policy 
changes are necessary ‘‘to improve the present partnership role with 
civil carriers.” ** Rather than make any substantial or decisive 
change in policy or operations, the Department proposes to stabilize 
the MATS capability ‘‘at its present level for the next few years,” 
with no increase permitted without ‘detailed justification.” The 
stabilization program has two aspects: (1) to retire old aircraft and 
acquire new ones at a rate which does not enlarge present capability 
(to the extent that new aircraft are larger and more eflicient, this 
would mean necessarily a reduction in the number of aircraft com- 
prising the MATS fleet); (2) in addition, or alternatively, to hold 
down the peacetime flying-hour (utilization) rate. Hon. Philip B, 
Taylor, Assistant Secretary of the Air Force (Materiel), reported 
to the subcommittee that the daily utilization rate was reduced to 
5 hours (as a maximum) for each category of MATS aircraft. 

The significance of the reduced flying-hour program must be 
measured against the Department of Defense insistence that use of 
civil carriers cannot proceed to the point of prejudicing— 


training of [MATS] air crews and support personnel and the 
exercise of an air transportation system designed to main- 
tain a state of readiness that will satisfy the emergency or 
wartime requirements on a timely basis.*! 


The crucial point in the issue as posed by the Department of 
Defense is the daily flying-hour rate actually required for training 
and system “exercise.”” ‘The subcommittee has examined this matter 
carefully in the first report. The utilization rate determines, under 
prevailing doctrine, the level of MATS operations and hence the 
“byproduct” capacity for airlifting cargo and passengers in military 
planes. 

At the House Appropriations Committee hearing 6 or 7 weeks before 
the May 1959 hearings of this subcommittee, Air Force spokesmen 
said that the MATS utilization rate during fiscal year 1959 was only 
4.3 hours per day despite the increased military traffic generated by 
the Lebanon and Taiwan crises in the first quarter of the fiscal year. 
The plan for 1960 was to raise the flying-hour rate to 4.6 in a projected 
program of achieving 5.3 hours per day as the “minimum goal in 
peacetime” for wartime readiness. This would generate increased 
military airlift capability and ‘a considerable decrease in the com- 
mercial operation.” * 

Thus the decrease in the utilization rate to 5 hours, as reported by 
Assistant Secretary Taylor, is a reduction merely in the theoretical 
target rate, which in testimony before the subcommittee a year earlier 
was reported as 6 hours. In view of the fact that Air Force was per- 
siaded to revise its plans for reduced commercial augmentation, 


29 Hearings, p. 9. 

9 Hearings, p. 15. 

3! Hearings, p. 9. 

2 H. Rept. No. 2011, 86th Cong., 2d sess., pp. 87-91. 

3% DOD appropriations for 1960, hearings before a subcommittee of the Committee on Appropriations, 
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setting the dollar amount at $71 million rather than $54 million, as 
noted above, it is difficult to say what utilization rate actually will be 
achieved. In any event, the 5-hour goal still leaves considerable room 
for maneuvering and a large potential of MATS airlift. 

Other transport organizations of the Air Force, it may be noted, 
have a much lower daily utilization rate than MATS. The troop 
carrier squadrons or groups of the Tactical Air Command flying the 
four-engine C-130 last year averaged 1.04 hours per day. The troop 
carrier squadrons assigned to MATS, flying the four-engine C-124, 
averaged 1.88 hours daily. The strategic support squadrons of SAC, 
flying. C-124’s, averaged 1.5 hours daily, and the logistic support 
squadrons of the Air Materiel Command, flying C-124’s, averaged 
3.5 hours per day. 

It is evident to the subcommittee that the MATS utilization rate 
could be substantially reduced below 5 hours a day without hurt to 
its training or system “exercise’’ requirement. 


STATUS OF THE CRAF ProaGram 


The main thrust of the committee’s recommendations in the first 
report was to strengthen the Civil Reserve Air Fleet on the premise 
that the full and proper use of civilian airlift resources in peacetime 
and war emergencies ultimately would produce savings in military 
capital equipment and benefit the public through a healthier industry 
and lower cost air transportation. Toward this end the committee 
made a series of recommendations for expanding CRAF, particularly 
in the cargo area, and integrating it more closely with military mis- 
sions (No. 5); improving the readiness planning for CRAF and testing 
it with realistic exercises (No. 6); qualifying more cargo aircraft in 
CRAF (No. 7); completing the procurement and placement of emer- 
gency equipment and spare parts for CRAF (No. 8), effecting standby 
contracts with CRAF operators (No. 9), who in turn were to nego- 
tiate standby contracts with their pilots and crews (No. 10); and 
utilizing more fully the excess capacity of CRAF carriers in airlift 
procurement (No. 11). 

In some respects the Department of Defense has endeavored to 
comply with these recommendations; in others it has registered objec- 
tions and adhered to positions which raise fundamental questions 
about the future of the CRAF program. 

Among the positive actions were directives to the Air Force to 
complete approved programs for purchasing and placement of CRAF 
spares and equipment “at the earliest practicable time,” and to take 
final action on standby contracts. Assistant Secretary Taylor testi- 
fied: ‘“‘The stockpiling of essential spares and enroute support for the 
CRAF has proceeded in an orderly fashion.” Generally, the stock- 
piling program was rated “satisfactory,” and the job of moving ma- 
terial to all sites for the 1960 CRAF fleet was expected to be finished 
this year.* 

As for the standby contracts, after a 1957 draft of a standard 
contract was found to be unacceptable to industry because of its 
cumbersome, inadequate and inequitable provisions, and following 
the issuance of the committee’s report, a Government-industry 
team was organized by the Secretary of the Air Force to draft a 
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new contract. The new draft was submitted to CRAF carriers, 
a majority of whom accepted it, and negotiations were planned 
with 19 individual carriers. Negotiations were completed with one 
carrier and underway with two others at the time of the May 1959 
hearings.* 

In the matter of planning for civil fleet readiness, the Department 
of Defense insists that the present 48-hour schedule for calling CRAF 
into emergency action is an upper rather than a lower limit and does 
not preclude earlier use of available CRAF planes. One of the handi- 
caps to early CRAF use, according to Mr. Taylor, is the fact that 
many cargo aircraft, in CRAF since 1952, still are unmodified because 
of inability to make contracts with the carriers for required modifica- 
tion. 

This reduces the overall cargo capability of CRAF within 
the early stages of an emergency, as we estimate that it will 
be from 15 to 30 days after activation before these ua- 
modified aircraft will be capable of overocean operation.” 


CRAF operational “exercises” are regarded as impracticable 
because they would divert aircraft from normal commerce and there- 
fore be disruptive and costly; only “paper” exercises are held. A 
joint industry-MATS plan has been developed “to determine the 
availability of aireraft on the basis of civil air carrier reports.” In- 
stallation of emergency equipment will be ‘aatbieed No actual flying 
will be involved. The new industry “operations beards,” which are 
to manage CRAF in emergencies under MATS supervision, will 
monitor the tests.*” 

Since the operations boards are industry-controlled cooperative 
working arrangements, they required the blessing of the Civil Aero- 
nautics Board, which is euthorized to grant excoptions to the anti- 
monopoly provision of the Federal Aviation Act. Approval was 
granted recently by the CAB subject to the requirement that it receive 
minutes of all meetings of the boards. The participating carriers 
were advised of the CAB’s intention to keep watch over future 
agreements. 

“Regarding the Joint Chiefs of Staff study of heavy-cargo criteria 
and requirements, Mr. McGuire said that any change in the 1 require- 
ments would not necessarily qualify any more commercial cargo air- 
craft for CRAF since all such aircraft with over-the-ocean flight 
capabilities now are in CRAF and “substantial deficits” yet remain 
for wartime planning requirements. This situation might change in 
the future, Mr. McGuire said, as “civil capacity is expanded and 
modernized with long-range aircraft capable of carrying military cargo 
efficiently.”’ *° 

Department of Defense policy positions are rather difficult to un- 
tangle in this area. In its written reply of December 31, 1959, the 
Department contended that expansion of civil cargo capacity, which 
it endorsed as a long-range objective, ‘should not be done at the ex- 
pense of required military airlift capability, nor should it be subsidized 
by the DOD.” It saw no reason to be assured that diverting cargo 
traffic from military to commercial carriers would cause a net increase 
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in total national air cargo capability, or that such diversion would 
induce the commercial carriers to buy new cargo aircraft of the kind 
that would “permit real growth of the air cargo industry.” At the 
same time, the Department agreed to give preference in airlift pro- 
curement ‘‘to those carriers participating in the CRAF over other 
civil aircraft.” “ 

In prepared testimony before the subcommittee several months 
later, the positions were somewhat modified. The Department no 
longer proposed to give preference to CRAF carriers in procurement 
but to “work closely” with them; on the other hand, the ‘‘new policy” 
of utilizing civil cargo airlift ‘to a substantial degree’’ was presented 
as a “long-r ange objec tive,’ presumably on the premise that it would 
help the commercial carriers to add new long-range aircraft to their 
fleets.” 

The Department contends, in any case, that preference to CRAF 
carriers in procurement is achieved in fact if not in policy since “‘§ 
percent of MATS commercial augmentation dollars are going to 
CRAF operators during fiscal year 1959.” The unwillingnes is Or 
inability of the Department of Defense to make CRAF preference i in 
procurement a matter of formal policy has varied causes. Apart 
from the Department’s half-hearted interest in the CRAF program as a 
whole, selection of CRAF operators would require some method of 
allocating airlift business other than by competitive bidding. The 
subcommittee does not doubt that such authority could be invoked 
under that provision of the Armed Services Procurement Act and 
applicable procurement regulations which allow a military agency to 
negotiate rather than advertise contracts when it is in the interest of 
the national defense to have a facility or supplier available for furnish- 
ing property or services in case of a national emergency or for purposes 
of industrial mobilization.* The fact that no attempt has been made 
to invoke such authority suggests, by itself, the relative lack of 
military interest or confidence in the CRAF potential. 

Assigning, on the one hand, a limited potential to CRAF in the 
scheme of military operations, Air Force representatives suggest, on 
the other, that giving preference in commercial airlift procurement 
to CRAF would be too restrictive. ‘Today there are 30 carriers in 
the CRAF program. In 1961 the Air ¥orce plans to have but two 
airlines with 37 long-range jet passenger planes take care of all CRAF 
passenger airlift requirements. ‘If we were to give them preference 
for our peacetime business,” Col. E. C. Hedlund said, ‘we would be 
buying more problems than solving.” “* Other complicating factors 
which work against CRAF preference are the absence of standby 
contracts, unmodified aircraft, and leasing of CRAF planes by non- 
CRAF carriers. 

Recalling in this context the Department of Defense assertion that 
in view of the limited commercial cargo capability, MATS will be 
the primary cargo carrier in wartime,* it is apparent that the Depart- 
ment takes a dim view of the CRAF potential for expansion. Rather 
than channel more airlift business to the cargo carriers to encourage 
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them to acquire new planes and increase CRAF cargo capabilities, 
the Department takes these limitations as a stopping rather than a 
starting point and insists that MATS carry the bulk of peacetime 
military cargo to maintain war readiness. 

The subcommittee believes that the Department of Defense, in the 
interest of justifying the MATS operation for peacetime airlift, greatly 
underrates the readiness of the commercial carriers to add new modern 
aircraft to their fleets. Four cargo carriers recently have placed 
orders for a modern, economical, long-range turbine-powered cargo 
airplane in substantial quantities. With assurance from the Depart- 
ment of Defense that they would be called upon to provide airlift 
services on a stable and expanding basis, many carriers would under- 
take to upgrade their fleets and to enable CRAF to expand. 

Military business is more appealing to a number of the cargo car- 
riers as an incentive to acquire new aircraft than the Government- 
guaranteed loan program proposed by Mr. Quesada. If the MATS 
problem is reasonably resolved, they believe that the financing of new 
aircraft will present no difficulties. 

Mr. Quesada’s plan for a national air cargo fleet, we may note, is at 
one with the military in placing little reliance on the CRAF program. 
Its “fundamental weakness,” he said, is “that it does not give to the 
Military Establishment a degree of assurance that I think it is entitled 
to before it elects to put this requirement into commercial hands.” 
Pointing to the fact that only one standby contract has been effected 
after 7 years of effort, Mr. Quesada laid the trouble at the door of the 
CRAF contract approach, with ‘dealing at arm’s length” between the 
civil carriers and the military. These difficulties would always be 
present, in Mr. Quesada’s view, since the carriers are putting up their 
own resources and risking their capital and equipment. His alterna- 
tive to CRAF is a program of built-in guarantees, whereby the 
carriers who get Government-backed leans for purchase of new air- 
craft are committed to the military in the event of war, while they get 
a guaranteed load of peacetime military business.“ 

In view of the problems that have beset the CRAF program in 
planning for full-scale war requirements, it may be that the CRAF 
potential is more promising for limited war emergencies. According 
to Air Force testimony, a plan for partial mobilization of CRAF is 
under study in cooperation with industry representatives.’ 


Cap Ponicy 1n Arruirr PRocuREMENT 


The Civil Aeronautics Board also has an ae on the CRAF pro- 
1 


gram growing out of its statutory responsibilities for promoting air 
transportation. Less concerned with the technical aspects of CRAF 
planning, the CAB has sought ways and means to effect greater par- 
ticipation of civil air carriers in military airlift. Pointing to the need 
for new markets to support the jet transition program of the large 
airlines and the conventional aircraft capacity that will be taken over 
by the supplementals, the CAB stated in a letter from Chairman 
Durfee: * 
4 Hearings, p. 211. 
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The largest single source of potential traffic for the civil 
air carriers is the civilian-type traffic currently being trans- 
ported by MATS. With the economic aid which this traffic 
would offer, if awarded to the carriers at fair and reasonable 
rates, the United States could expect a healthy civil air 
transportation industry adequately equipped and fully will- 
ing to meet the requirements of the Defense Department in 
case of emergency. 


As noted earlier, the CAB sponsors a legislative policy declaration 
toward this end. It also endorses major recommendations in the 
Committee’s report which seek the same objective. In accord with 
recommendation No. 16, favoring adoption of the CAB’s proposal for 
& joint military-civil working group to review continuously and estab- 
lish the basis for planning the optimum use of civil carriers by the 
Department of Defense, the CAB advised that such a group had been 
established. As it turned out, the CAB effort foundered on the rocks 
of Department of Defense and industry opposition. 

Actually, two working groups were set up. The first one, in mid- 
1958, directed its attention to the problem of MATS commercial 
augmentation contracts let at prices which the CAB believed to be 
uneconomic and generally harmful to the civil air industry. It cited, 
for example, MATS “‘firm” contracts under which military passengers 
were carried between New York City and Frankfurt, Germany, at a 
cost of $102 per passenger in contrast to the going tourist rate of $353. 
For a ‘“‘call” contract on the same run, MATS was reported as paying 
as low as $74 per passenger. 

The CAB proposed to the Department of Defense on June 10, 1958, 
that MATS limit its contracting arrangements after July 1, 1958, to 
periods not exceeding 90 days, so that the Board in the meantime 
could— 


further examine the appropriate minimum economic rate 
levels for such service, as well as the appropriate means 
whereby we may be jointly assured that current bidding 
procedures for MATS augmentation service will not lead 
either to unsound economic conditions for any significant part 
of the air transport industry or to improper and unsafe air- 
craft operating conditions.” 


Jointly with this proposal, the CAB solicited information from air 
carriers bidding on MATS firm and call contracts as to whether they 
believed (1) MATS bidding procedures could result, or had resulted, 
in uneconomic rates and destructive competition; (2) the CAB should 
attempt to regulate rate levels for military contracts; and (3) mini- 
mum rates for military airlift should be established, and if so, to sub- 
mit supporting statistical and cost data. The carriers’ response was 
that a rate floor would not solve the problem since the competitive 
situation would force everyone toward the minimum as a uniform 
rate and consequently some different means would have to be devised 
for allocating military traffic. There were, of course, wide differences 
among the carriers as to the appropriate basis for distribution.” 
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In consequence, the CAB dropped its proposal to establish a rate 
floor for military traffic, the ~ authority for which was unclear; 
and it continued the practice, first instituted in 1953, of granting 
exemptions from statutory tariff requirements to carriers engaged in 
augmentation airlift for the military. While the Department of 
Defense contends that the Board lacks authority to enforce minimum 
rates on such carriers, a Department witness made it plain that the 
military, even while benefiting from the tariff exemptions, have not 
specifically requested the Board to grant them to carrier applicants.” 

The first working group, which became dormant, was succeeded by a 
second working group in the fall of 1958. Still pursuing its concern 
over uneconomic rates and destructive competition, the Board sought, 
through the joint working group, to effect changes in MATS procure- 
ment practices. One of its staff proposals was— 


to transfer a class such as dependents from MATS to the 
certificated carriers, leaving other passengers for movement 
by contract carriage as at present, but to require of all par- 
ticipants in this business that they be CRAF participants 
and that their equipment being used meet military specifica- 
tions designed to upgrade civil airlift capability. 


This proposal, the Board reported, was not favored by the Depart- 
ment of Defense. Thereupon, the CAB staff members of the working 
group concluded that if MATS procurement practices were to be 
modified, the Board would have to act on its own. After five or six 
formal meetings and additional informal contacts, the joint working 
group became inactive in December 1958.* 

The next major move was a policy paper on military traffic rates 
which grew out of the staff group discussions and which the Board 
issued on March 10, 1959. In this draft statement the Board concerned 
itself only with military passenger traffic in the belief that cargo traffic 
was not currently afflicted with destructive competition. It pro- 
posed— 

to reinstate the system of filed tariffs, and at the same time 
to permit the carriers to offer reduced rate transportation 
for this military passenger traffic without incurring a risk 


of charging unjustly discriminatory or prejudicial rates 
and fares.® 


In other words, civil carriers in the military passenger trade would 
no longer be exempt from CAB tariff requirements, but to insure that 
they would be considered for military traffic without at the same time 


” 


bidding below “economic” rates, they would be permitted to offer 
reduced fares for the military trade. 

To insure quotations that would not be discriminatory per se or 
that would not unduly burden other types of traffic, the Board re- 
viewed the operating costs of the carriers and calculated a weighted 
average cost per ton-mile of 34.3 cents as a general minimum for 
military passenger traffic. This minimum included a return on in- 
vestment equivalent to a profit margin of 9 percent.™ 
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Passenger traffic was divided into individually ticketed and plane- 
load service. For the latter, considering the lower costs associated 
with planeload operations and the ground services at military bases 
performed without cost to the carriers, a downward adjustment was 
made in the minimum to reflect an estimated reduction of 15 percent 
in the cost of planeload compared to individually ticketed opera- 
tions. A condition of the rate set for individual ticketed service was 
that such service on scheduled flights would be offered by the carriers 
on a space-available basis with 72 hours advance notice to the military. 

In announcing this policy, the CAB proceeded on the assumption 
that the Department of Defense as well as the industry was interested 
in eliminating ‘destructive competitive bidding” and that the Depart- 
ment would be willing to consider abandoning its practice of issuing 
bid invitations in favor of passenger airlift procurement at tariff rates. 
Cooperation of the Department was essential in that the Board has 
“severely limited rate control powers” over foreign air transportation.” 

The assumption of Department of Defense cooperation was un- 
founded. By letter dated April 17, 1959, Assistant Secretary McGuire 
informed Board Chairman Durfee that the Department could not go 
along with the announced policy. Granting that the individually 
ticketed travel service might bring some benefits to both the Depart- 
ment and the carriers, Mr. McGuire said that the 72-hour space- 
available provision would create serious problems for the military and 
conflict with their “conzept of direct reservation to specific air flights.” 
A minimum of 30 to 45 days advance notice of space available was 
considered necessary for scheduling efficient and timely travel. 
Mr. McGuire offered to explore this matter further with the CAB 

On planeload transportation, the CAB proposal was turned down 
flatly. The Department refused to give up its ‘right to buy plane- 
load airlift in a free market.” Seizing upon the Board’s admission 
that it did not have sufficient statutory authority to promulgate this 
policy on its own, the Department, through Mr. McGuire, said it 
would not be proper to reject a carrier’s proposal which might conflict 
with a CAB policy the Board could not legally enforce. The effect of 
the proposal, in the Department’s view, was to make the military pay 
higher prices in order to enable the Board to achieve indirectly what 
the law did not expressly authorize. It was pointed out at the hear- 
ings, for example, that the New York-to-Frankfurt rate would rise 
from $80 to about $112 under this arrangement. There would be 
problems, also, of allocating traffic among the carriers, and substantial 
complaints could be expected from those who were restricted from 
bidding below established minimum rates. Finally, the Department 
said it was not convinced that minimum rates for planeload opera- 
tions “‘would strengthen either the peacetime or mobilization capability 
of MATS and the commercial air transport industry.’’® 

In a statement of June 11, 1959, which Board Chairman Durfee 
transmitted to Subcommittee Chairman Holifield, the CAB an- 
nounced that in the face of divided industry views and Air Force 
insistence on sticking to competitive bidding procedures, it ‘‘has 
reluctantly concluded that it would be useless to adopt its proposed 
policy statement.”” The Board said it would continue to issue the 
exemptions to carriers performing augmentation airlift. Its efforts 


®" Hearings, p. 156. 
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to deal administratively with what it describes as “an increasingly 
unhealthy rate situation,” having been frustrated, the Board now 
requests that the Congress grant it legislative authority over inter- 
national rates comparable to that which it now exercises over domestic 
rates.” Legislation to this end has been introduced as Senate bill 
S. 1553. The Department of Defense doubts, however, that such 
legislation would give the CAB new ratemaking authority over mili- 
tary contract air services. 

The Board acknowledged in its June 11 statement that the rate 
approach it sought was not the only way to deal with ‘‘ uneconomic 
competitive bidding.’”’ Administrative action in the Department of 
Defense or a cx yngressional declaration of policy to effect fuller utiliza- 
tion of available civil airlift capacity in military procurement, were 
suggested as other ways of helping to arrest “‘a further downward rate 
spiral.” © 

In testimony before the subcommittee, Board Member Gurney saw 
little value in channeling a greater share of military traffic to the 

commercial carriers until the rate problem was solved, since increased 
comets without profit would not help to pay fer the new modern 
aircraft. Assistant Secretary Taylor, on the Air Force side of the 
table, said that competitive bidding would take care of the rate 
problem, and that equitable rates could ke achieved in this manner 
without the need ‘“‘to institute artificial means of selecting the indi- 
vidual carrier that will get the job that is at hand.” ® 






CHANGE IN MATS Contracting MEtTHops 





While the Department of Defense will have no part of the CAB 
proposal for miaimum tariff rates, the Air Force has taken action to 
stabilize procurement of commercial airlift services. The committee 
had proposed in recommendation No. 12 that firm contracts be 
awarded for 12-month periods, and that more carriers be brought 
under the firm-contract program. The prior practice had been for 
MATS to procure commercial airlift services largely on a 30-day 
“call” basis, with a highly disruptive effect on the industry. 

Mr. Taylor said the committee had made ‘‘a very excellent recom- 
mendation,” helpful both to the Air Force and to the carriers.“ The 
Air Force formally advertised 10 items of cargo and passenger airlift 
in the Atlantic and Pacific areas for bid in August 1958, a procurement 
of $43.4 million. 


The use of a 12-month fixed-price contract [Mr. Taylor 
testified] is an important step in stabilizing airlift capability 
for the movement of normal logistical resupply requirements. 
This result has been apparent when military capability has, 
of necessity, been diverted to other tasks.” 


The subcommittee notes that 13 commercial carriers participated 
in the firm fixed-price contract program during fiscal year 1959, com- 
pared with 4 the year before. The ageregate of bid prices was 
$13.6 million less than originally estimated. The Air Force believes 
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that substantial savings were achieved by following the Committee’s 
recommendation. From the CAB standpoint, this procurement 
method failed to achieve rate stabilization, and several of the bid 
prices were below the minimum specified by the Board for recovery 
of the full economic cost of the service. 

Cutting across the problems of competitive versus regulated rates 
for military airlift procurement and of long-term versus short-term 
contracts, is the allocation between large and small business. The 
Defense Appropriation Acts for 1959 and 1960 specified that in 
spending the funds earmarked for MATS’ commercial augmentation, 
the Secretary of Defense “shall utilize the services of civil air 
carriers which qualify as small business to the fullest extent found 
practicable”’.” 

The small-business category, for purposes of Small Business Ad- 
ministration loan and set-aside procurement certifications, includes 
carriers employing up to 1,000 persons.®® Some small carriers have 
been successful bidders on MATS business in competition with large 
carriers. In other cases, specific items of MATS-procured airlift 
are set aside exclusively for small business bidding. Some carriers 
which are relatively small in the industry but above the 1,000-em- 
ployment mark, consider themselves arbitrarily excluded from im- 
portant segments of MATS business because of the SBA adminis- 
trative policy. 

The subcommittee emphasizes to the Air Force the importance of 
carefully “packaging” the airlift items in bid invitations so that 
small-business procurement will not become an instrument for arbi- 
trarily bypassing prospective bidders who have CRAF responsibilities 
and a demonstrated intention to upgrade their fleets by acquisition of 
new, modern aircraft. 

Small business is entitled to full and fair participation in military 
business, but this is not the only value to be subserved in MATS’ 
commercial procurement. By ignoring or suppressing other values, 
such as the Defense Reserve, and inviting all comers regardless of 
equipment and qualifications, the Department of Defense tends to 
create a class of ‘‘fringe operators” who live from day to day on the 
military handouts or serve as “captive”? Government airlines without 
helping to strengthen the industry asa whole. The possibility cannot 
be ignored that MATS encourages such operations, not only to secure 
bargain rates for the Government, but to prevent the civil air industry 
from effectively challenging its place in the sun. 

In terms of overall Department of Defense commercial airlift pro- 
curement, small business has fared comparatively well. During fiscal 
vear 1959 the Department of Defense contracted for commercial air- 
lift in an amount of approximately $109 million. Of this amount, 
more than $55 million, or 51 percent, was awarded to carriers classi- 
fied as small business. For airlift within the United States and 
Alaska the total amount spent was approximately $38 million, of 
which $32 million, or 85 percent, went to small business. For over- 
seas airlift, MATS contracted for approximately $71 million, of which 
$23 million, or 33 percent, went to small business carriers.” 

Hearings, pp. 123, 238. 
* Public Law 85-724, sec. 634; Public Law 86-166, sec. 631. 
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As of August 10, 1959, the Department of Defense—excluding 
MATS—has contracted for approximately $26 million in domestic 
commercial airlift for fiscal year 1960. All of this amount has been 
awarded to small business. 

Bids were opened by MATS on August 4 for approximately $40 
million in commercial airlift outside the United States for a 1-year 
period beginning October 1, 1959. Invitations were solicited from 
some 87 carriers to provide 14 items of commercial airlift, including 
both cargo and passengers. Twenty-seven carriers responded, in- 
cluding one unsolicited bidder. Of the 27 carriers responding to the 
invitation, 9 are licensed to operate by the FAA as part 45 operators, 
or so-called contract carriers on a nonscheduled irregular basis. CAB 
has no economic control over these carriers. 

With this type of license, an individual or a company can qualify 
for a MATS contract without owning any equipment whatsoever and 
having only a very small capital investment. All that is required 
under present law is that the individual or carrier show evidence of a 
lease for an aircraft that is certificated by FAA and the availability 
of an aircrew which is also licensed by FAA. Under this type of 
arrangement an individual can lease both aircraft and crew from an 
existing air carrier and begin operating under contract in direct 
competition with other established carriers for Government business. 
A carrier of this type has very little, if any, overhead expense and 
might even operate out of a phone booth. 

The subcommittee is advised that one of these part 45 operators 
is the low bidder on two of the items on the invitation from MATS. 
As such, this carrier is in line to receive a contract totaling almost 
$3 million. The records of the FAA indicate that this particular 
carrier owns no aircraft but merely leases three DC-—4’s (C-—54’s) that 
are apparently excess to some other carrier’s needs. 

If the initial low bids are found to be valid and if the carriers are 
found to be qualified under existing criteria, six small business carriers 
will receive approximately 90 percent of the $40 million volume on the 
MATS invitation. The remaining 10 percent will apparently go to 
a seventh bidder in the category of big business. 

The 7 carriers that appear to be the low bidders on the 14 items 
contained in the bid invitation have 28 airplanes assigned to the Civil 
Reserve Air Fleet (CRAF). These 28 airplanes comprise but 10% 
percent of the total airplanes assigned to CRAF. 

One of the small business carriers is the low bidder on approximately 
$25 million of the $40 million total to be awarded. This particular 
carrier has only four airplanes assigned to CRAF, or less than 1% per- 
cent of the total number in the CRAF. FAA records show that this 
carrier actually owns only one DC-4 airplane. Another apparent 
low bidder does not participate at all in the CRAF program. 

If Government contracts are intended to be used as a method of 
upgrading or modernizing the CRAF, some method of allocating the 
business to accomplish this purpose will have to be devised. It is 
obvious that present methods are not contributing substantially to 
that purpose. 

Under the present method of contracting for commercial airlift, 
multiple bids are being submitted by operators intending to use the 
same pool of surplus aircraft owned and leased by several specialty 
firms that have acquired the trade-in aircraft from the carriers buying 
jet equipment. 





; 
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MATS’ Status sas SINGLE MANAGER AGENCY 


MATS was created in 1948 upon the partial merger of Air Force 
and Navy transport organizations. When the single manager plan 
for selected commodities and services was promulgated by the Depart- 
ment of Defense in 1956, MATS acquired the status of single manager 
agency for air transportation. In this respect M A’ ‘S operates its 
own aircraft fleet, procures commercial services in “augmentation” 
and manages military airlift services in the international field. MATS 
is, so to speak, both operator and manager for oversea military air 
transportation. 

This military transport mission, as the subcommittee pointed out 
in its first report, is by no means exclusively assigned to MATS.” 
The Navy retains transport aircraft for oversea operations to serve 

certain of its own needs; the Strategic Air Command and the Air 
Materiel Command have their own supporting transport squadrons, 
and other transport organizations are maintained overseas for intra- 
theater airlift. With the exc eption of some minor changes in organi- 
zation and functions, MATS is essentially the same as it was in 1956 
or even earlier years. 

The main rationale for establishing MATS as a single manager 
agency was to control scarce airlift capacity by central direction 
so that competing military user requirements could be most effect- 
ively met. It was intended that MATS should provide not only 
“common user’ airlift services of a scheduled point-to-point type 
but “attached airlift’? services as well. In the latter case, MATS 
would assign transport units to military command organizations 
for performing airlift services under the immediate operational 
control of the commanders concerned.” 

The “attached airlift’? concept never was taken seriously. The 
major commands have their own transport fleets, and other transport 
services are performed by administrative aircraft attached to the 
commands and by air reserve units. MATS is left mainly with the 
common user fleet and a truncated troop carrier function. 

While sharing air transport functions with other military organiza- 
tions, MATS has within its jurisdiction various technical air services 
not directly related to transport and assigned only for administrative 
convenience. A Department of Defense study under way is con- 
sidering, among other things, whether these technical air services 
should be withdrawn from MATS.” As far as transport functions 
are concerned, the commands are unwilling to yield anything further 
to MATS, and the Air Force and the Depar tment of Defense have no 
plan to change the present MATS organization.’ 

Assignment of the common user role to M ATS is designed for 
peacetime operations, and in this sense MATS is largely a scheduled 
airline operation competitive with the civil airlines in the heavily 
traveled routes of the world. For wartime purposes, MATS is called 
upon to provide certain D-day and other requirements, and since 
these obviously will not be route-type operations, there is an inherent 
incompatibility between MATS’ peacetime and wartime roles which 


7H. Rept. No. 2011, 85th Cong., 2d sess., pp. 23 ff. 
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the military strive hard to reconcile by referring to the routine peace- 
time lift as “byproduct” lift for wartime training and ‘‘exercise.”’ 

If MATS is to become truly a logistical air arm for the military, as 
this subcommittee and many others believe it should, MATS must 
relinquish its route-type operations and adapt itself completely to 
specialized military requirements. Whether this can be done suc- 
cessfully in competition with, or as a replacement for, the organic 
transport airlift of the various military organizations, is a question 
which would have to be resolved. It might then be shown that a 
MATS organization serving all and attached to none, is superfluous, 
unless the other commands were willing to yield their own airlift to 
MATS control. 

As matters stand now, MATS is a backup or reserve for the im- 
mediate requirements of the combat commands; and the Air Force 
reserve and civil reserve fleets in turn are backups to MATS. Being 
within the military orbit, MATS understandingly is reluctant to plan 
for the emergency use of civil resources; but the combat commands 
in turn are reluctant to rely wholly on MATS. To strengthen its 
position with the public and to resist the encroachments of the civil 
carriers, MATS advertises its close tie-in with SAC airlift require- 
ments in wartime. Inevitably, as intercontinental ballistic missiles 
replace long-range bombers in the strategic arsenal, logistic support 
requirements for SAC, and MATS’ wartime role with it, will decline. 
Then MATS may turn its attention increasingly to limited war 
requirements for logistical support and troop airlift. 

An intruding factor in MATS’ efforts to relate its peacetime role 
to its wartime mission has been the congressional insistence that an 
industrial fund be established. The fund signifies a business-type 
operation, and its acceptance by MATS would pinpoint and make 
firm what type of operation MATS actualiy conducts in peacetime— 
an airlines business—even while MATS represents that its peacetime 
airlift is the business of being ready for war. 

MATS’ reluctance to accept the industrial fund concept is under- 
standable in this context, and even after a year of fund operation, 
Colonel Hedlund said ‘experience has shown that it is a very cumber- 
some and time-consuming operation.” The anomaly of the indus- 
trial-fund concept to MATS is that the peacetime needs of the using 
military services rather than the wartime readiness requirements de- 
termine the extent of MATS activities. As one Air Force stat ment 
put it: 

a unique situation now exists in that this tactical airlift 
organization is now financially dependent upon the users of 
the airlift services which are no more than a byproduct of 
the primary MATS mission.” 

The biggest user of MATS airlift presently is the Air Force. It has 
developed the concept that high-speed air movement of cargo to sup- 
port its oversea forces cuts down costly leadtime and pipeline supplies. 
For the years 1953-58, a reduction of about $5 billion in Air Force 
inventory is reported.” In the passenger field, during fiscal year 1957 
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the Air Force gave effect to a policy of all-air movement of its per- 
sonnel to and from oversea commands on the premise that it yields 
an increase in productive service of uniformed personnel. 

Estimated military passenger movements overseas for fiscal year 
1960 indicate that the Air Force will move 94 percent of its passengers 
by air, the Navy 55 percent, and the Army 38 percent The Army 
now has under study adoption of a policy similar to that of the Air 
Force for all air movement of oversea passengers. The main problem 
is the impact of such a policy on the availability of sealift for Army 
forces in limited war emergencies.” 

To sustain an industrial-fund operation sufficiently high to provide 

MATS with what it considers the requisite war readiness training 
and “exercise,” obviously it has a vested interest in promoting more 
airlift movements among the using services. The “long-range 
objective,” which Mr. McGuire put before the subcommittee, of 
contracting for civil cargo airlift “‘to support to a substantial degree 
oversea logistic supply” may well reflect MATS’ realization that 
new sources of air traffic will have to be developed, lest the funded 
airlift fall below desired levels. The civil augmentation in this 
context necessarily is a derivative feature, not the primary MATS 
objective, since procurement of commercial airlift must be financed by 
the same funding process. 

In domestic military air transportation, MATS has no assigned 
role. The single manager function for traffic management of all 
domestic transportation, air and otherwise, resides in the Army and 
is performed by the Military Traffic Manageme ‘nt Agency (M TMA). 
The latter agency arranges for travel of military passengers in groups 
of 15 or more on commercial airlines and (theoretically) supervises 
the ‘“‘captive” airline contracts (Logair and Quicktrans) by the Air 
Force and the Navy, respectively, for domestic military cargo airlift. 
In practice, MTM A’s attempt to study and evaluate the Logair 
and Quicktrans operations has been rebuffed by the Air Force and the 
Navy, with Department of Defense assent.” 

Considering the divided management responsibilities between 
MATS and MTMA and the distribution of air transport functions 
among various military agencies, the committee proposed in recom- 
mendation No. 22 that the Secretary of Defense should consider re- 
organizing the management and operating functions of the military 
transportation agencies so that central traffic management, domestic 
and worldwide, might be effected. 

The Department of Defense, in reply, said it was “not satisfied” 
that a single traffic management agency worldwide “is necessary or 
desirable at this time.’’ It expressed concern lest this centering of 
management responsibility might deprive the Joint Chiefs of Staff of 
controls over transportation resources in relation to emergency plans. 
At the same time, the Department acknowledged that present arrange- 
ments might not be altogether satisfactory. It preferred to wait 
upon the outcome of its Logistics systems study project to finally 
evaluate this recommendation.” 
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CoNCLUSION 


Except for the observations made in the course of this report, the 
subcommittee presents no new recommendations. It believes that 
the recommendations made in the first report (H. Rept. No. 2011, 85th 
Cong., 2d sess.), still are basically valid. The subcommittee recog- 
nizes, of course, that there have been new developments and new 
problems since the investigations were first undertaken in 1957 and 
early 1958, and we have endeavored to indicate some of these in this 
report. We intend to observe carefully the trend of these develop- 
ments and to present additional reports in the future. 
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